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WAGES, PRICES, PROFITS 


HE ALMOST UNBROKEN CHAIN of wage increases 

won by organized labor during the first ten months of 
1955, coupled with an unprecedented volume of industrial 
activity, has lifted the earnings of American workers to 
record heights. Preliminary estimates by the President’s 
Council of Economic Advisers indicate that the annual rate 
of compensation for all employees, organized and unor- 
ganized, now stands at $224.3 billion—a gain of $16.4 bil 
lion over 1954. 


Despite the upsurge of wage rates, living costs have re 
mained relatively stable. The Eisenhower administration 
points to this phenomenon as an outstanding accomplish- 
ment of its leadership. Secretary of the Treasury Humphrey 
told a gathering of Republicans, Oct. 11, that “We now have 
a sound and stable dollar” and “‘wage-earners of America 
are now getting real wage increases instead of ... cost of 
living increases.” 


Labor Secretary Mitchell said, Sept. 25, that “The Amer 
ican worker ... has more to spend for the things he needs 
than he has ever had before.” Vice President Nixon said 
American workers now have “more jobs at higher wages 
with greater purchasing power and Ik strikes than at any 
time in history.” ! 

Warnings have not been lac! 
present favorable balance between wag and pric 
not last indefinitely. A recent article in the Maga 
Wall Street noted ‘‘many signs that a price spiral 


more in the making.” * The U.S. f Comm 
it Washingtor Re port oO} ys 
pressure on prices cre ated b 


fit.raises” as one of the do 


healthy economic ot 
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Pay Boosts UNpeER New UNION CONTRACTS 


Few labor-management negotiations undertaken this year 
were concluded without marked gains for union workers. 
A Bureau of Labor Statistics study of 556 major contracts 
signed in the first six months of 1955 showed that more than 
90 per cent of them, covering 2.3 million workers, called 
for higher rates of pay. In only one contract, affecting 2,000 
workers, was the pay scale lowered. The bulk of the con- 
tracts carried increases of 5¢ to 12¢ an hour or $2 to $4.80 
for a 40-hour week 


In a separate check-up on construction trades in 85 cities, 
the B.L.S. found that more than half of the union wage 
scales for bricklayers, carpenters, electricians, painters, 
plasterers, plumbers, and building laborers had been raised 
in the first half of 1955. Most of the new contracts called 
for increases of 10¢ an hour, but in some cases the rate went 
up as much as 25¢. 


The wage increases were accompanied in many cases by 


liberalizations of welfare benefits, which add to industry’s 
labor costs.® Benefits of some kind were granted to all 
except some 35,000 among the 2.5 million workers covered 
in the B. L. S. study. Health and welfare plans were either 
initiated or improved by more than one-third of the new 
contracts. Largest benefit gains were made by workers in 
the trucking, dress manufacturing, maritime, automobile, 
and aircraft industries. One-fourth of the agreements liber- 
alized vacation or holiday provisions, in effect providing 
more pay for workless days. Approximately one million 
employees benefited from new or improved pension plans. 


A new health insurance program for General Electric 
Company workers, negotiated through collective bargaining 
and put into effect on Nov. 1, will cover medical bills up to 
$7,500 a year at a cost of .9 per cent of the employee’s nor- 
mal straight-time annual pay. For an additional 2 per cent 
of the first $5,000 of his pay, the employee can get compre- 
hensive health insurance for his family as well. 


The first half of 1955 was notable for acceptance by the 
automobile industry of the guaranteed annual wage prin- 
ciple. When fully effective, the G. A. W. or layoff-pay plan 


) 
will provide, together with public unemployment compensa- 
* Department of Commerce figures show that, as of mid-1955, employees were 
receiving supplements to wages and salari« amounting to $12.5 billion a year 





Wages, Prices, Profits 


tion, approximately 60 to 65 per cent of wages of hourly 
workers during periods of unemployment lasting from 26 to 
52 weeks, depending on terms of the contract. 


PRESENT HOURLY RATES IN MANUFACTURING 


The Labor Department findings have abundant confirma 
tion from non-governmental sources. The Bureau of Na 
tional Affairs’ report, Wage Pattern, covering the first six 
months of 1955, noted a “marked swing toward larger in 
creases during the second quarter,” as compared with thi 
first three months of the year, the median increase rising 
from 5.9¢ to 8.2¢ an hour. A similar study by the American 
Federation of Labor reported “marked improvement” in 
settlement terms, “both in the size of wage increases and 
in the amount of benefit adjustments.” 


The automobile industry contracts of last June provided 
total benefits, according to union estimates, of 19.6¢ an hour 
(Ford) and 20.9¢ an hour (General Motors). The steel 
agreement of July provided an average increase of 15¢ an 
hour, with raises for top workers of 2714¢. The United 
Mine Workers got 25¢ more an hour, rubber workers 12¢ 
the railroad brotherhoods 10'é¢. 


The effect of new wage agreements was reflected in Labor 
Department figures for September 1955 which showed that 
the average hourly rate for metal workers was $2.31, com 
pared with $2.14 a year earlier, while the average trar 
portation equipment worker earned $2.26 an hour, against 
$2.16 in 1954. The average rate for all workers in manufac- 
turing was up from $1.81 to $1.90; in durable goods, it had 
jumped from $1.93 to $2.03; in non-durables, $1.66 to $1 
A private source reports that the highest hourly rat 
lished by new contracts are in construction, $2.93; fla 
manufacture, $2.50; oil refining, $2.47; soft coal, 
steel, $2.24; and automobile production, $2.20.° 


RISE IN PURCHASING POWER OF AVERAGE WORKER 


Labor’s 1955 gains have been made in a period of steadily 
rising industrial activity. Total civilian employment ir 


i 
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eptember was 64.7 million, 24% million more than a year 
earlier, establishing an all-time record for autumn’s first 
month. Total employment outside agriculture reached a 


record high of 50.3 million. Factory employment of 16.9 
as one million higher than in September 1954. 


Full employment means a full work-week. By Septembe1 


1955, the averag oO} e} manufacturing had risen 


in 
‘ 


to 41 hours, compared th 39.7 hours in the previou 

tember. The combination of more working time and highe 
age rates broug! iplo ’ earnings to a record figure. 

The average factor: ork 1 September was paid $77.90 
veek, compared $ >} a year earlier.” All indu 

tries, except tobac gd iea * showed some increase 

veekly earnings between August and September 

from $3.01 1 ! al 1 $2.40 in transportation 


equipment de to $ n apparel and 18¢ in lumber 


Wage scales approved 
tracts, plus full working schedules, w reflected 
weekly earnings of $94.02 in transportation equipment 
$95.40 in primary meta The General Motors Corpora 
has stated that ove rst nine months of the year, it 
employees avera la Zlav + compared with S89.85 


in 1954. 


Karning in the building trades were boosted by the sum- 
mer’s construction boom. The typical construction worke1 
in July was receiving close to $100 for a 42.2 hour weel 
Highest paid building trad wor vere electrician 
who averaged $116.52 for a 39.1 hour week, and plumbe) 
$106.96 for 38.2 hours. July tabulations of the B.L.S. shov 
that averages of $102 > a week were earned by brev 
flat glass, machine tool and petroleum refinery work« 
certain craftsmen in telephone line construction. 


The rise in workers’ earnings dur ing 1955 has come 
period VM ‘ was very little change in the e 
living. In the fh fin mnths of the year the cor 
price index ' | al id 114.2-114.3, going up to 
in June and 7 July, then dropping back to 114 
August. The index again in September to 114.9, 
highest in 13 month November 1953, 


index has fluctuated 





Wade . Price - Prof 


point. On the basis of the September figure, t! 
D ‘partment estimated the gain since Septe mber 1‘ 
purchasing power oOo! the average Wage-earner Wit! 
dependents at 7.1 per cent, and that of th 

7.8 per cent. 


ns in buying 
trend which dates fron 
erage weekly pay of the 
50 per cent above the 1947-49 averag 


{ 


cost of living has climbed about 1 


SIX years, take-home pay, In term 


19) dollars, has risen approximately 20 pe 


Upswing of Producer and Consumer Prices 


ALTHOUGH the labor gains of 1955 are beginning to be 
reflected in prices charged for goods, they obviously have 
not t off an inflationary cycle threatening to deprive the 
pay increases of their worth in terms of purchasing powe} 
But busine leaders expect the unions to press their advai 
tage at the bargaining table as long as the demand 
goods continues at high levels, and economists have 
repeated hikes in wages, followed by increas« 
| be serious for the economy. The questio1 
er wage improvement through collect 


result in hardship for unorganized 


and for person living on fixed income 


' 1 
gner price which 


Broad Ci 
O Ways: 

yr lores 
yy” materials 


dustry econ 
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hourly wage rate in steel production means a 40¢ to 50¢ 
increase in the price of a ton of steel, reflecting “the stee! 
companies’ direct increased wage costs and similar increases 
of cost among their suppliers and distributors.” * Steel 
prices were raised six per cent (an average increase of 


$7.35 a ton) after the July wage increase of 154 an hour. 


AND OTHER FACTORS IN PRICE INCREASE 


The Oct. 1 issue of the Magazine of Wall Street listed 28 
industries that had raised prices during the first nine months 
of 1955. They were aluminum, brass, building materials, 
cellophane, cement, chemicals, coal, copper, earth-moving 
equipment, farm equipment, fuel oil, hats, hosiery, kitchen 
appliances, nylon, paper goods, platinum, power equipment, 
rubber goods, lver, shoe sports goods, steel, television 
sets, textiles, tobacco oducts, wood products, and zine. 
Since this listing there have been increases in prices of auto- 


mobiles, tires, and other leading products. 


The New York Times in late September took note of 
“full-fledged, if still limited price spiral... now in motion.” 
Natural rubber was up 12¢ a pound; ferro alloys, used to 
make stainless steel, were up 5.3 per cent; a major cement 
company had increased its price 25¢ a barrel. Among price 
increases instituted by major producers were: soft coal, up 
30¢ to 40¢ a ton; pig aluminum, 1¢ a pound; gasoline, Y¢ 
a gallon wholesale in 11 eastern states; rubber hose and 
belting, 25 per cent; farm equipment, 7 per cent; fractional 
horsepower motors, 5 per cent; transformers, 10 per cent; 
oil field equipment, 9 per cent. 


hortages of certain basic materials, such as steel, copper 
and aluminum, have added to the upward pressure on 
prices of finished goods. The Magazine of Wall Street took 
note of a shortage of skilled factory hands and the added 
cost to industry of training new production workers. An- 
other industry checkup on business conditions noted that in 
the early autumn “By many important criteria, the Amer- 
ican economy was beginning to push hard against its output 


ceiling, and the prices of all three factors of production 


materials, men and money—were rising... [We have] all 


the necessary conditions for rising prices.” '” 


‘U.8. Chamber of Commerce ‘ c Intelligenc 
Albert J. Sommers ! kup on the Boom 


1, September 1955 


Ree 
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Prices announced for new-model automobiles reflect last 
summer’s additions to labor costs. The 1956 Ford will cost 
from $46 to $99 more; Mercury, $65-$135; Dodge $87-$152 ; 
Plymouth, $62-$113; Chrysler, $276-$300; Chevrolet, $49 


$84; Buick, $33-$140; Oldsmobile, $45-$100; Cadillac, $2 


Store buyers shopping the New York wholesale market 
in early autumn reported general price increases in many 
basic consumer goods and in toys, silver, and other gift 
items. The price of hats was up 18 per cent; hosiery, 5 per 
cent; golf clubs, 10 per cent. Higher price tags were carried 
on clothing items—leather jackets, mens’ and boys’ under 
wear, woven goods, lingerie, work clothes—and on hous 
hold goods such as furniture and bed linens. Stationery, 
glass and brassware also came at higher prices. Some of 
the recent price hikes at wholesale will be reflected in price 
charged this year’s Christmas shoppers; others will not 
affect retail pricing until next spring. 


Continuing Upward Pressures on Labor Costs 


A MAJOR FACTOR contributing to the relative stability 
of the cost of living index in a period of rapidly rising labor 
costs is the increasing productivity of American industry 
By turning out more goods per hour of work, industry ca) 
pay its labor force more generously. But over short period 
of time specific pressures may work to lift the earnings of 
certain groups of wage-earners above the level 

by increased productivity. Several factors are 

operate in this way during the coming year. On 

the increased political and economic strength of 


movement itself. 
PRESSURES EXERTED BY GROWING 


Me rging of the two mar 
American Federation of L: 


ganizat OnS, to be f¢ rmalized in December ff 
together some 15 million members of trade 
total civilian labor force of 67.4 million. 





Reports 
membe1 ' Independent union 
consolidation will not affect the traditional 
autonomous bargaining by individual unions, it 
probably have an important influence in winning more v 


e} to unionization. 


A major goal of z . and C.1.0O. leaders is to strengthen 
efforts to organize n inion workers and to eliminat 
for new members between rival unions. Pla 


ed organizing impaigns are directed chi 


collar workers, the growing body of indust1 
7?) 


‘ South, and the millions of unorganiz a 


and ery ice obs. 


Wage improvement goes hand-in-hand with 1lOnIZatio 
A Bureau of Labor Statistics study in 1946-47 of 32 manu 
facturing ind howed that wage rates in union estab 
lishments exceeded those in non-union plants for nearly 9 
out of 10 of the 900 occupations covered. The 


in current Labor Department list 


highly unionized industries and oc 


tion » unlonizati 
ndustri Some of tl 
regional location, ze ol community, ze and efficieng: 
the company, labor supply, and current demand for goods 
and services. In an exhaustive study of wages sponsored by 
the Twentieth Century Fund, the influence of unionization 
on wages, although “difficult to isolate,” was found to be per- 
vasive. “The level and structure of money wage rates in the 
United States are unquestionably strongly influenced by 
union wage actions. Tl fact has many implications for 
economic policy and for the course of economic develop- 


ment.” 


Wage rates established by collective bargaining are 
usually more formalized than others: the contracts pro vide 
cales of pay by Job categories and for the regula} advance 
ment of workers. Wage rates thus established are rel 


inflexible for U duration of contracts and, even 


expiration of contracts, they tend to respond mors 


than non-union rates to downturns in the economy 
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lator clauses in some contracts are a device to compe! 
workers for increases in the st of living, but the 
been a tendency for later contracts to make 

part of the basic rate when the living costs drop 
stability of the consumer price index over the 
years has made escalator clauses a minor influence « 


levels and many unions have ceased to press fo 


Wage rates for organized \ 
unorganized workers as wel 
for instance, announced a 2 


salaried « mplioyees paralle ling 


icra 
y ‘ 
cp 


rated employees in the new contract. Som«e 
pay raises as a deterrent to unionization; « 
than the union scale to attract superior wo! 


‘ 


tion for labor under certain conditions ma 


union scale into a practical minimum for all 
community. 


FEATURES IN LABOR-MANAGEMENT SETTLEMENTS 


businessmen are being warned to prepare themse| 
larger wage and benefit demands in next year’s negot 
vith trade unions. There is a tendency for the 
gained in one year to set the pattern for demand 
sequent years, particularly in a period of high 
activity. The relatively large wage increas 
1955 thus are likely to become the basis of nev 
1956. 


Some employers are reported to be particularly 
over the precedent set by the automatic pay 


CONnCernea 


incorporated in the three-year automobil 
tracts negotiated this year. Under the 
workers are guaranteed a percentage } 
pay each year the contract remains in 


to compensate lor ¢ xpected ZalnS in producti 


whole, the automatic pay raise 


| ipplanth 


principle in significance on union program 


ceptance by the automobile indu 

lias spurred demands for ex 

industries. The effect on ' orke 
plans will pe on the union 

to implement the present ayreement 
their unemployment compensation la 


nistrative interpret 
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the Ford contract, no benefits will be paid until rulings have 
been obtained from authorities of states in which two-thirds 

Ford workers are employed that employer fund 
payments to workers under the plan will not reduce or 
cilminate state unemployment benefit payments to the same 
workers; from federal-state tax authorities that the com- 
pany may deduct its contributions for income tax purposes. 
If such rulings are not obtained by June 1, 1957, the plan 
is automatically terminated and the money accumulated in 


i 


the pay fund will be used for a 5¢ increase in basic hourl; 
rates for the duration of the contract, unless otherwise di 


posed of by labor-management agreement. 


The plan accepted by major glass producers has attracted 
wide attention. It provides for payment of $15 to $30 a 
week to workers during illness or layoffs, and in addition 
permits the employee to collect any excess over $600 in his 
layoff fund as vacation pay, as a death benefit, or as sever- 
ance pay when quitting his job or being fired. 


The auto workers’ success in winning the full union 
shop this year from major manufacturers is expected to 
stimulate similar demands by the steelworkers and other 
large unions, thus strengthening organized labor’s influence 
on wage policy. Another major goal will be extension of 
the principle of pension vesting under which the worker’s 
claim on his pension rights is continued in force after he 
quits the job. Labor leaders also show growing interest 
in shortening the basic 40-hour week, beyond which em- 
ployers must pay premium rates for additional hours 
worked. 


CONGRI AND STATE LEGISLATURES 


4 strong labor movement can exert pressure on wage 
levels indirectly by promoting legislation not only to benefit 
the worker directly but also to strengthen the power of 
unions in their efforts to raise wages through collectiv 
bargaining. Many observers believe a compelling reason 
for pooling A.F.L. and C.1.0O. resources was the need t 
display united st h in the political field..4 A leading 


objective is repeal of the so-called “right to work” laws 


in force in 18 states, which ban the union shop, limit 


age policies, and weaken union effort 
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to recruit new members. In the national field, the union 
will seek repeal of that provision of the Taft-Hartley Act 
which gives the states authority to enforce “right to work” 


laws. 


The federal government does not have a direct hand in 
fashioning national wage policy in time of peace but is 
able to influence it by action in the field of minimum wages. 
Three pieces of federal legislation provide for basic wage 
floors. The Fair Labor Standards Act sets a minimum 
wage for occupations in interstate commerce or in the pre 
duction of goods for interstate commerce; the Walsh-Heal 
Public Contracts Act authorizes the Secretary of Labor t 
determine and impose the prevailing minimum wage 01 


enterprises executing government contracts; the Davis- 


Bacon Act requires payment of prevailing wages to workers 
on construction jobs for the government. 


Congress last surnmer amended the Fair Labor Standard 
Act to lift the minimum wage from 75¢ to $1.00 on hour, 
ffective Mar. 1, 1956. The new wage floor will automati 
‘ally boost the pay of some 1.3 million workers, or 10.2 

cent of the employees in manufacturing. Most of the 
d workers are in the South. 


The minimum wage boost will tend to up-grade the pay 
of all workers in the establishments or industries affected 
A Labor Department study of the results of the minimum 
wage increase from 40¢ to 75¢ in 1950 showed that highe 
paid workers also were given increases and the tendency 
was for traditional pay differentials between the vario 
skills to be maintained. 


Similar results are expected when the new minimum 
goes into effect next March. The executive board of 
International Ladies’ Garment Workers Union, many « 
whose members are now paid less than $1.00 an hour, 
directions to its locals in October to seek a 
increase for all members so as to maintain established pa 
spreads. President Dubinsky said the increases to be sought 
for the higher-grade workers would be proportionate 1 


renera 


those accruing to the lowest paid groups. 


Effects upon the economy of a minimum wage hike 


I 


hotly debated. Industry economists generally mainta 


Wage and price control authority ranted by t Defense Prod 
of 1950 for tt Korean war, expired on Apr. 30, 195 Wage-prics 
the World War II period were terminated by a erles of orde! 
President Truman in the autumn of 1946 


761 
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a higi re 1100) ads to unemployment, forces marginal 


“ef 
producers out of b , and closes job opportunities for 
orkers of low productivity. The administration called fo. 
raise to no more than 90¢ in the 1955 legislation, claim 
ing this was “the highest minimum wage that can be ec 


nomically justified in present circumstances” and that any 


higher figure “might ause lower production and sub 


tantial unemployment i ral industries and... \ ld 
probably bring higher prices in its wake.” ™ 


The view expressed by the President’s economic ad\ 


ten months ago v that a 31.00 minimum would “make the 
of covered workers illusory and... lower the standard 
ng of uncovered low-wage workers.’ But there ar¢ 
igns that administration economists have since revised this 
opinion. Secretary of Labor Mitchell said, Oct. 19, that he 
vould urge Congress to extend the coverage of the minimum 
to many more workers next year. He added that 

whole problem has changed” since Congress acted 


summer, 


Organized labor will continue to press both for broade) 
and for a still higher minimum wage. C.I.O. Pre 


COvVerapye 
ident Reuther told a congressional committee last montl 
that “as a matter of public policy we should adopt a program 
designed to increase statutory minimum wage levels sub 
stantially faster than increases in productivity, until they 
hall have reached a point where we need no longer bk 


ashamed of them.” 


In addition, the unions will seek legislation to pre’ 
down-grading of wag that ilts from removal of 
trial plants to new are: vith lower wage standard 
has a five legislative program wh 

the fed ninimum wage to $1.25; 
Hartley “right to work” provision; (3 
nin th Valsh-Healey Public Contracts . 
of Labor Department orders 
ints holding government c 
eral tax exemption for local 
e purpose ot “subs dizing and | 
(5) disalloy 
| by 


Alé 





Shares in Rising Corporate Earnings 


THE general rise in workers’ earnings during 1955 is part 
of a total picture of prosperity in which all sectors of tl 

economy, excepting agriculture, have shared. The Presi 
dent’s Economic Report for the third quarter of 1955 shows 
production at a record-breaking annual rate of $392 billion, 


compared with an annual rate of $358.8 billion in the third 


quarter of last year—a rise of 9.3 per cent. 

The Federal Trade Commission and Securities and Ex 
change Commission reported in mid-October that sales a1 
profits of manufacturers were at new peaks. The secon 
quarter of the year had shown profits of $7.4 billion before 
taxes and $3.9 billion after taxes—increases of $2.2 billion 


ane 


| $1 billion, respectively, over the corresponding period 
of 1954. Net profits after taxes came to 15 per cent of 
holders’ equity and 5.5 per cent of sales. Eve 
covered by the F.T.C.-S.E.C. report showed som 
1954. The highest rates of increase were in the « 
materials, steel, and automobile industries. 
profits were made by companies turning out pri 
and steel, primary nonferrous metals, motor v 
parts, stone-clay-glass products, chemicals, petroleum p 


; 


s, and tobacco products. 


Lif 


A Commerce Department report, Oct. 5, said Ameri 
corporations had paid out more in dividends during the fi 
eight months of 1955 than in any previous eight montl 
the country’s history—$5.45 billion compared with $5.17 
billion in the corresponding period of 1954 \Imost 
industries shared in the rise. Dividends paid b 
tions engaged In Manufacturing averaged 


above those of 1954. 


Business publications tl autumn 

after report of “record-breaking profit 

s. Net earnings of the General Motor 

first nine months of 1955 were $912.9 millior 

ved certain to cross $1 billion befor 

the first nine months of 1954, G 

million. U. S. Steel earned $267.5 millior 
months of this year, or $4.65 a share, compared 
million, or $2.28 a share in 1954. Bethlehem 


month earnings were $122.7 million, or $12.29 a 


i006 
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pared with $84.5 million, or $8.30 a share. One of the few 
great corporati to report a decline in earnings was West- 
inghouse Electric. Its earnings during the first three quar- 
ters of 1955 were down to $43.8 million, or $2.55 a share, 
from $62.6 million, or $3.77 a share in 1954. The drop was 
attributed to work stoppages and other labor troubles. At 
the end of October, with 55,000 production workers still on 
strike, Westinghouse announced pay raises for some 38,500 
non-union employees which it said would total 16 per cent 


over a five-year period. 


,ION ATTACKS ON INDUSTRY’S PRICING POLICIE 


Organized labor, in a period of booming production and 
profits, speaks less frequently, or not at all, of its earlier 
goal of a “living wage.”’ The union keynote in collective bar- 
gaining today is labor’s demand for a larger share of the 
profits of rising productivity. This includes a call for pr 


tection of workers’ incomes against the hazards of seasonal 


layoffs, business recessions, technological displacement, and 


advancing age of the individual. The unions have moved 
forward at the same time on another front once considered 
the exclusive concern of management: they are now demand- 
ing that industry absorb the higher costs of additional ben 
fits for its workers instead of passing them on to consumer 


executive board of the United Automobile Worker 

on July 7 adopted a statement calling for congres- 
nal investigation of the advance in steel prices and a 
ospective rise in the price of motor cars. Although auto 
bile workers are protected against increases in retail 
( by the cost-of-living clause in their contracts, the 
what it termed “unjustified 
and unnecessary price increases” which threatened the buy- 


nion said it was concerned wit] 


ywwer of other consumer groups and endangered th: 


of worke) savings and insurance pe licies. 


U.A.W. estimated that the cost of the wage increas 


the Ford and General Motors contracts was 


the payroll costs of these companies” 
and would have “relatively small effects on .. . profits.” 
It asserted that G.M. profits before taxes during the first 
quarter of 1955 were equivalent to a‘return of 37 per cent 


on net wo ... “sufficient, in other words, to reproduce th 
entire 1 vorth of the corporation in less than 33 months.” 


fA 
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The union figured that if G.M.’s payroll had been 10 per cent 
higher during the first three months of the year, the com- 
pany’s annual rate of return after taxes would still have 
been 34.4 per cent on net worth. “With profits at such fan 
tastic levels after absorption of an assumed 10 per cent 
payroll increase, it is obvious that the increase in steel 
prices provides no legitimate excuse for an increase in th 
prices of products made by General Motors.”’ 


Figures on Ford profits are not made public, but the union 
noted that Henry Ford II, president of the Ford Motor Com 
pany, was quoted in the Wall Street Journal, Feb. 5, 1954, 
as saying “‘Nobody in the industry has lower costs than 
Ford.” In early October, Ford stated that profits this yea 
would be “the highest” in the company’s 52-year history. 
After Ford announced price increases on 1956 models, a 
U.A.W. spokesman said: “Any increase in the price of 
automobiles attributed to the U.A.W. agreements is totally 
unjustified and represents a gouging of consumers,”’ 

The auto workers’ union challenged the price hike in steel 
on similar grounds. Its economists estimated that the ie 
rise of $7.35 a ton would give U. S. Steel $1.99 for eve 


dollar of wage increase, thus requiring customers to pa 


twice the actual cost of the addition to payroll. Even if tl 
company had absorbed the whole cost of the wage raise, the 
union maintained, it would still enjoy an annual rate of 
return of approximately 11 per cent on net worth, compared 
with the average for all American manufacturing last yea 
of less than 10 per cent. 


CALL FOR PROBE OF PRICE RISE IN FARM MACHINERY 


The price rise in manufactured goods has been parti 
larly burdensome for the farmer, whose prices for his own 
products have been on the decline. The price of Ford tr: 
tors has been increased this year by amounts ranging from 
$60 to $165, while International Harvester has upped pric 
approximately seven per cent on various types of farm 
equipment. 


Secretary of Agriculture Benson in a speech before tl 
Farm Equipment Institute, Sept. 20, said farmers were find 
ing it “extremely difficult” to meet the higher prices asked 
for farm machinery. “During the past 41% years they hav 

A “certificate of condition filed t the Ford 


tate Tax Commission, Oct 
billion at the 
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high operating costs and 
Throughout tl} period a consider 


eased profits that have gone to industry 


and the vay that have gone to labor have been 
iphoneu from the economic bloodstream of the nation at 
the expense of agricu:ture.”” Benson said that if he were 
a manufacturer or a production worker in farm equipment, 


he would give serious cons deration to the consequences ol! 


cutback in sales. 


On the day Secretary Benson made his speech, the U.A.W. 
asked him to support its plea for a congressional inquiry 
“into wages, prices and profits in the steel, automobile, and 
farm equipment industries, so that farmers and consumers 
generally can fix both the moral and economic responsibility 
where it belongs for the higher prices that are being im 
posed on the American consumers.” President Reuther said 
the solution to the problem of falling farm income would not 
be found in “denying millions of city workers and their 
families higher living standards made possible by advancing 
technology.’ The fact was that wage gains for city workers 
provided better markets for farm products. 


Reuther returned to this theme in testimony, Oct. 17, 
before the special House-Senate subcommittee studying 
automation. He said recent price increases demonstrated 
industry’s unwillingness to pass on to the consumers the 


benefits of lower costs per unit of productior 


OF BUSINI PROFITS FOR EXPAN 


recent discuss! {f “the perfect price,” Benjamin 
less, chairman of the executive advisory committee 
teel, criticized the theory that prices charged con- 
“cost plus mark-up for profit.” 
Vil e “be ” is the one the customer is glad 
pay and t} Li giad to get. No business. he aid, 
can be run su fu n a cost-plus pricing policy because 
resulting 1c ld 3 be sufficiently responsive to 

the free pla py ind demand. In the last anal 
customer settl ice question by his eagern oO} 


I 


his reluctance t ' he whole, Fairless felt that the 
price of steel OV t la » years had ior the most 


been low: an cust ( would have been willing to pay. 





Wages. _ Profits 


Modern industrial management regards profits ; 


' 
source of funds for capital improvement and expan 
changing role of profits in a technological 
noted in the Twentieth Century Fund’s 


n earlier societies, profits were 
yment for enterprise or for a ri 
‘ ng society, profits have c 
enjoying a favorable profit 
rt of their profits for 1 
| ition . [and a 


penditure 


Fairless stated that “over the years the prof 
dends of U. S. Steel have just not been suflicienth 
permit it to attract needed capital funds from 


chasers” and it thus became necessary to “plough b: 


usiness about half of our earnings.’ An 


counselor, in a recent review of wage-profit-i 


} 


relationships, noted that a large part of present-d: 
venditure is in the nature of ‘defen 
be treated as a cos 


a source of add . 


i 


ar ‘dynamic’ economy 
ash earnings 
‘’p going and this ploug! 


ult in a corresponding rise in 


Corporations have laid out an estimated $100 
growth and replacement in the last four 
penditure has resulted in higher rat 
man-hour of work but, while labor’ 
efficiency of production has grown, fir 
out that corporation profits per dollar 
ni equipment have declined. De 
ings, many corporations have pe 
splits and declared no more than 
dends for 1955—with depressing 

common stocks. 


rED NEED FOR FURTHER WAGE-HoOuUR 


Much attention is being given to tl 
vances in productivity expected to result from incre: 
of improved automatic machinery. W 
n the 


Ql ) 


pre spects ahead 
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committee of the | se-Senate Committee on the Economic 
Report the last two weeks in October. Labor officials, antic 
pating an accelerated rise in productivity as a result of 
automation, expressed fear that many workers would lose 
their jobs. 


said it might become necessary 
ional places for as many as 314 million 
workers a year due to their displacement by work-saving 


machines. He presented labor’s view that the main hoy 


ve 


C.1.0. President Reuther 
1 


ii? 


to proviae adi 


for a successful adjustment to expanding productivity lay 
in shortening the work-week and expanding individual 
earnings to give the working population enough buying 
power to absorb the growing output of goods. Edwin G. 


Nourse, first chairman of the President’s Council of Eco- 


nomic Advisers, gave some support to labor’s view. He testi- 
fied that the country had not demonstrated its ability to de- 
velop the demand needed to absorb the output of production 
lines already modernized but not yet in full production. 


On request of the subcommittee, Secretary of Labor 
Mitchell supplied estimates from current government studies 
which indicated that the rate of increase in productivit 
despite automation, was not as high as popularly assumed. 
Mitchell said, Oct. 24, that the rate of increase in output per 
man-hour for manufacturing “does not appear to be extraor- 
dinarily high.”’ During the period 1947-1953, the rate stood 
somewhere between 3.1 and 3.6 per cent, but there were 
disparities among the rates for various industries. The 
Labor Department’s studies gave “no reason to believe that 
this new phase of technology will result in overwhelming 
problems of readjustment.” 


Main conclusions drawn by Chairman Patman (D-Tex.) 
from testimony before the subcommittee were that automa- 
tion would spread gradually through the economy “without 
explosive effects’; that recognition by industry of its re- 
ponsibility to retrain displaced workers would prevent 
widespread unemployment; that no new legislation to deal 
with the problem is needed at the present time. 


-— -—- lUmh™. 





